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G. Administrative Adjustments to Prospective Rates 

Anursinghome with aprospective rate of payment may applyfor 
discretionary administrative adjustment of the rate for any of the reasons, 
subject to conditionsand limitations, specified in114.2CMR5.12 (see 
Appendix 1). TheDivision of Medical Assistance may subsequently 
assess the need for the facility to remain as a participant in the Medicaid 
programshould therequest bedenied and it may begin all necessary 
preparationsfor transferring publicly-aided patients. 

H. Retroactive Adjustments to the Prospective Rates 

In general, the prospective rates shall not be adjustedretroactively. 
However, theDivision of Health Care Finance andPolicy will 
retroactively adjust the prospective rates upwards or downwards 
under the circumstances describedin 114.2 CMR 5.04(9)(see 
Appendix 1). , 

111. NEWFACILITIES ADDITIONSAND MAJOR 

A. Projected rates fornew facilities and MajorAdditionsshall be calculated, 
using the projected data as described in 114.2 CMR 5.1 l (1 )  (see Appendix 1). 
These rates will remain in effect through 12/31 of the first rate year. For facilities 
or major additions which become operational after 7/1 of the rate year, the rates 
will be based on the same projected cost data, but shall remain in effect through 
the end of the secondrate year. 

B. Look back rates will be calculated according to 114.2CMR5.1 l(2) or (3) 
(See Appendix 1) forthe period in which the Projected Rateswere in effect. 
Allowable Capital and Other Fixed Costs for New Facilities and Major Additions 
shall be calculated under one of the methods describedin Section ll.C.5 herein. 

IV. SPECIAL CONDITIONS 

A. Rate for Innovative and Special Programs 

The Division of Medical Assistance will contract forspecial and/or innovative 
programs to meet special needs of certain patients which are not ordinarily met 
byexistingservices in nursing facilities. Currently, these programs include 
programs for patients withtraumatic brain injury, mental illness and medical 
illness (MIMl's), technologic dependency, as well asaprogram for nursing 
facilities that have a substantial concentration of patients of the highest acuity 
level (i.e. Management Minute Category T). 

A provider who seeks to participate in an innovative and special program must 
contract with the Division of MedicalAssistance to provide special care and 
services to distinct categories of patients designated by the Division of Medical 
Assistance. This isusuallydone throughaRequest for Proposals bythe 
Division of MedicalAssistancefor special or innovative programs to address 
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special needs of certain patients which are not ordinarily met by existing services 
in nursing facilities. Reimbursement under the innovative and special programs 
may be calculated based onthe added allowable actual costsand expenses 
which must beincurred (as determined by the Division of Medical Assistance) by 
a provider in connection with that program. However, it still must be consistent 
with the paymentmethodology established for long-termcare facilities. The 
provider must verify that such items or services are furnished because of the 
special needs of the patients treated as contemplated in the contract With the 
Medical Assistance Program, and that such items or services are necessary in 
the efficient delivery of necessary health care. These costs will be added as an 
increment to the facility's rate in establishing a rate for an innovative and special 
program. In the event that the special program is located within a special unit, 
the remaining costs of the unit are to be integrated into the cost report for the 
entire facility. 

A facility that has recently converted from a facility providing non-acute hospital 
services to a facility providing nursing facility services may be reimbursed as a 
special program. In order to be considered as a special program, such a facility 
must agree to provide, or arrange and pay for, all Medicaid covered services, 
except hospital services, to all Medicaid recipients that are residents of the 
facility. The reimbursementto such facilities shall be a per diem rate which shall 
be the facility's regular case mix rates with an add-on which shall be based on 
the reasonable costsof providing the goods and services beyond those required 
to be provided by nursingfacilities. 

A provider whose resident population primarily and consistently consists of high
acuity high-nursing need residents such that the aggregate need of the entire 
population requires a staffing level significantly greaterthana typical nursing 
facility may be reimbursed asa special program, in which case the increment 
added to the facility's ratemayapply to all residents of the facility and will be 
calculated based onallowable costs associated with the higher care needsof the 
patients. In order to be eligiblefor reimbursement under this paragraph, a 
nursing facility must meet eachof the following criteria: 

least(1) (i) at ninety percent (90%) of its residents must have 
Management Minute ("MM") scoresthat fall in either MM category 9 or 10 
and at least seventy-five percent (75%) of its residents must have MM 
scores that fall in MM category 10; or (ii) thefacility must be aformer 
acute hospital that has undergone conversion to a nursing facility under 
the auspices of the Massachusetts Acute Hospital Conversion Board; 
and, 

(2) the mean MM score for all residents of the facility in MM category 10 
must be at least fifteen percent (15%) higher than the minimum score 
needed to quality for MM category 10; and, 

3) the facility must be a geriatric nursing facility. 

B. Facilities that are Converting to Assisted Living Programs. 
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For facilities that are identified, in writing, by the Division of Medical Assistance 
fortreatmentunder this provision, the Division of HealthCare Financeand 
Policy shall undertake any and all rate development and certification action as 
deemed necessaryandappropriateafter consultation with the Divisionof 
Medical Assistance. 

C. information Bulletins 

(1) The Division of Health Care FinanceandPolicy may,fromtime to time, 
issue information bulletins interpreting or clarifying provisions of 114.2 CMR 5.00 
(seeAppendix 1). Such bulletins shall bedeemed to be incorporated in the 
provisions of 114.2 CMR 5.00 and shall be filed with the Massachusetts 
Secretary of State, shall be distributed to providers, and shall be accessible to 
the public at the Division of Health Care Finance and Policy's offices during their 
business hours. 

(2)PubliclyAidedPatientsin Long TermCare Facilities inStatesOtherthan 
Massachusetts 

When a publicly aided patient is placedin a long term carefacility in a state other 
than Massachusetts, the Division of Medical Assistance shall pay the per diem 
rates paid by the state in which the facility is located. 

D. Reimbursement of a Receiver Appointed Under M.G.L. c.111 s.72N et 
seq. (see Appendix 6) 

The prospective rates of a facility will be increased by an appropriate per diem 
amount to provide reasonable compensation to a receiver. Such reimbursement 
is described in 114.2 CMR 5.12(5)(d) (Appendix 1). 

E. Use and Occupancy Allowance for Certain Non-Profit Providers 

Theperdiem rates of non-profit providers,shall reflect the cost of useand 
occupancy of netallowable fixed assets. Suchuse and occupancyperdiem 
allowance shall be calculated bythe formulaand methodexpressed in114.2 
CMR 5.10(1) (see Appendix 1) and dividedby three. Thisallowancewill be 
added to the calculation of perdiemrates of otherwise eligible non-profit 
providers providedthatthey have maintainedpublicoccupancy ofatleast 
seventy percent (70%). 

F. Review and Approval of Rates andRateMethodology By The Division 
of Medical Assistance 

Pursuant to M.G.L.c118E,s.13 (see Appendix 5 )  the Division of Medical 
Assistanceshallreviewandapprove or disapprove,any change inrates or in 
rate methodology proposed by the Division of Health Care Finance and Policy. 
The Division of Medical Assistance shall review such proposed rate changes for 
consistency withstatepolicyand federal requirements,and with the available 
funding authorized in the final budget for each fiscal year prior to certification of 
such rates by the Division of Health Care Finance and Policy; provided that, the 
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Division of Medical Assistance shall not disapprove a rate increase solely based 
on the availability of funding if the Federal Health Care Finance Administration 
provides written documentation that federal reimbursement would be denied as a 
result of said disapproval and said documentation is submitted to the 
Massachusetts House and Senate Committees on Ways and Means. The 
Division of Medical Assistance shall,whenever it disapproves a rate increase, 
submit the reasons for disapproval to the Division of Health Care Finance and 
Policy together with such recommendations for changes. Such disapproval and 
recommendations for changes, if any, shall be submitted to the Division of 
Health Care Finance and Policy after the Division of Medical Assistance is 
notified that the Division of Health Care Finance and Policy intends to propose a 
rate increase for any class of provider under Title XIX but in no event later than 
the date of the public hearing held by the Division of Health Care Finance and 
Policyregarding such rate change; provided that no rates shall take effect 
without the approval of the Division of Medical Assistance. The Divisionof 
Health Care Finance and Policy and the Division of Medical Assistance shall 
provide documentation on the reasons for increases in any class of approved 
rates that exceed the medical component of the consumer price indexto the 
Massachusetts House and Senate Committees on Ways and Means. 
The Division of Health Care Finance and Policy shall supply the Division of 
Medical Assistance with all statistical information necessary to carryoutthe 
Division's review responsibilities underthis Section. Not withstanding the 
foregoing, said Division of Medical Assistance shall not review, approve, or 
disapprove anysuch rate set pursuant to Chapter Twenty-Three of the 
MassachusettsActs of Nineteen Hundred and Eighty-Eight. 

If projected payments from rates necessary to conform to applicable 
requirements of title XIX are estimated by the Division of Medical Assistance to 
exceed the amount of funding appropriated for such purpose in the budget for 
such fiscal year, the Division of Medical Assistance and the Division of Health 
Care Finance and Policy shall jointly prepare and submit to the Governor a 
proposal for the minimum amount of supplemental funding necessary to satisfy 
the requirements of the State Plan developed by the Division of Medical 
Assistance under Title XIX of the Federal Social Security Act. 

G. Legislative Mandate for Rate Relief 

A nursing home (i) with rate of public utilization, consisting of Medicare, Medicaid 
and Commission for the Blind patients, of ninety percent or more, (ii) located in 
the service area of a federally designated sole community hospital, and (iii) with 
more than 10% of its variable costs and nursing costs disallowed by the Division 
of Health Care Finance and Policy pursuant to 114.2 CMR 5.00 or any successor 
regulation, shall have all of its variable costs and nursing costs recognized by the 
Division of Health Care Finance and Policy and its Medicaid rate adjusted 
accordingly. The Division of Health Care Finance and Policy shall adjust the 
prospective rates for anysuch nursing home that meet the aforementioned 
criteria for the rates that were effective January 1, 1994 and for each succeeding 
rate yearthat such nursing homes complywith aforementioned criteria. The 
amount of variable costs and nursing costs recognized as allowable bythe 
Division of Health Care Finance and Policy for any rate for a nursing home shall 
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be limited to an amount thatwillnotincrease costs to the Medical Assistance 
program in an amount greater that three hundred thousand dollars.Not 
withstanding anything to the contrary contained in this paragraph, in no case 
shall the provisions of this paragraph apply to any services rendered prior to May 
6, 1995. 

Any nursing home transferred to a new owner in 1992 shall be entitled to elect to 
have the costs reported by the prior owner for calendar year 1991 as base year 
costs for the determination of prospective rates established by the Division of 
Health Care Finance and Policy under 114.2 CMR 5.00for rates in effect in 1994 
and to use said base year costs for rates any subsequent rate year for which the 
Division of Health Care Finance and Policy uses 1992 as a base year.The 
Division of Health Care Finance and Policy shall trend said costs forward for 
inflation using a cost adjustment factor of nine and fifty-seven hundredths 
percent (9.57%). The Division of Health Care Finance and Policyshall 
determine allowable nursing per diem rates by utilizing management minutes by 
patient by month for all months of the base year. To be eligible to make such an 
election, any such nursing home transferred in 1992 shall further demonstrate (i) 
a 1992 public occupancy rate including Medicaid, Medicare and Commission for 
the Blind patients, in excessforninety percent (ii) a 1992 occupancyratein 
excess of ninety-seven percent (iii) a location within the catchmentarea of a 
municipal acute care hospital; and (iv) financing with a section 504 loan, so
called, from the United States Small Business Administration. Not withstanding 
anything to the contrary contained in this paragraph, in no case shallthe 
provisions of this paragraph apply to any services rendered prior to May 6, 1995. 

Any nursing facility that meets either the standards set forth in (a) or (b) below 
shall have its total acquisition costs allowed as the allowable basis of fixed 
assets, notwithstanding any limits on the same that appear elsewhere in this 
State Plan, when the Division of Medical Assistance calculates the facility's 
reimbursement rates. This provision shall only apply to services rendered on or 
after June 3,  1995. 

(a) 1 .  the owner purchased the nursing home on or after January 1, 
1987; 

2. 	 the owner has received a determination letter from the Internal 
Revenue Service that it is an organization described in section 50l(c)(3) 
of the Internal Revenue Code of 1986; 

3. the owner (i) owns a nonprofit hospital (the "Hospital") located within 
the Commonwealth of Massachusetts which is licensed the 
Department ofPublic Health or (ii) is a nonprofit organization affiliated 
with a nonprofit hospital which is organized and operated for the benefit 
of, to perform one or more functions of, or to carry out one or more of the 
purposes of the nonprofit hospital it is affiliated with, including operation 
of freestanding nursing homes licensed by the Department of Public 
Health; 

'\ .~ ," 
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4. the owner's patient population is, onaverage,not less than eighty
five percent (85%) Medicaid recipients; 

5. 	 the Hospital has,onaverage, not less than eighty percent (80%) 
occupancy of medical or surgical beds; 

6. when the owner purchased the nursing facility (i)thechange of 
ownership did notoccur between a person or organizationwhich is 
associated or affiliated with or has control of or is controlled by theowner 
or is related to the owner or any director, trustee, partner, shareholder or 
administratoroftheowner bycommonownership or control or in a 
manner specified in section 267(b) and (c) of the Internal Revenue Code 
of 1986; (ii) the change of ownership was made forreasonable 
consideration; (iii) the change in ownership was a bona fide transfer of all 
powers and indicia of ownership and (iv) the change of ownership 
manifested an intentto sell the assets of the facilityratherthan 
implement a method of financing, or refinancing: 
or 

(b) 1. the owner acquired the nursing facility from an acute care 
hospital to operate the facility pursuant to relief granted to the acute care 
hospital by the acute care hospital conversion board pursuant to M.G.L. 
c.6A, s.101; 

2. the acutecare hospital conversionboard approved the owner's 
acquisition costs of the facility; and, 

3. onaverage, no less than eight-five percent (85%) of thenursing 
facility's patient population are Medicaid recipients. 

Notwithstanding anything to the contrary contained in this State Plan, any 
nursing home that is ownedby the Martha's VineyardHospital Foundation during 
the time that said Foundation also administers a federally designated sole 
community provider hospital shall have allowedall of its extra variable and fixed 
costs that reasonably result from such nursing home beinglocated in a 
geographically isolated area. 

Notwithstanding anythingto the contrary contained in this State Plan, any 
nursing home that has over 75% of its residents having a primary diagnosis of 
multiple sclerosis shall have all of its nursing costs recognized asan allowable 
cost. 

H. Notice of Proposed Rate 

At least ten (10) days prior to scheduled Division of Health Care Finance and 
Policy action certifying a prospective rate for a provider, a notice of the proposed 
rates and a copy of adjustments to the provider's base-year costs shall be sent 
to the provider. A provider may comment in writing on the proposed rates and 
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any adjustmentsduring the period between notice and scheduledDivisionof 
Health Care Finance and Policy action. If additional time is required to formulate 
awrittencomment, the provider may request in writingapostponementof 
scheduled Division of Health Care Finance and Policy action. In the case of a 
preliminary prospective rate determined pursuant to 114.2CMR 5.04(11) (see 
Appendix l ) ,  the ten (10) day comment period provided for in this section shall 
not commence until the Division of Health CareFinance and Policy issues notice 
of the audited prospectiverates. 

1. 	 Determination of Reasonable Capital Expenditure for Facilities Building 
in Urban Underbedded Areas 

For the purposes of establishing rates of payment, special provisions, as defined 
in114.2 CMR 5.09(2)(C)(2a.) (see Appendix l),will be utilized to determine 
Maximum Capital Expenditure for facilities exempt from the Department of Public 
Health Determination of Need processpursuant to its "Guidelines for 
Determination of Need 'Exemptions for long Term Care Beds Constructed in 
Urban UnderbeddedAreas". 

J. Appeals 

1. Statutory Basis 

Any provider aggrieved by a rate of payment established pursuant to 114.2 CMR 
seq. (see Appendix 1) may file an appeal5.00 et with the Division of 

Administrative Law Appeals, established under M.G.L. c. 7, s. 4H (see Appendix 
3), within thirty (30) calendar days of the filing of any such rate with the state 
secretary. Appealshereunder shall be governed by the provisions of M.G.L. c. 
6A, s. 36 (see Appendix 4). 

2. Standardon Appeal 

On 	appeal, the validity ofany rate established foraprovider shall be judged 
onsolelythe basis of its conformity with the principles governing the 

determinationof rates contained in 114.2 CMR 5.00 (see Appendix 1). 

3. Pending Appeal 

The pendency of a proceeding or hearing may not be construed to prevent the 
from redetermininga rate of payment for any reason the Division of Health Care 
Finance and Policy may consider appropriate under M.G.L. c. 6A, s.s.31-46 (see 
Appendix 4), and the Division of Health Care Finance and Policy shall have the 
right to request information pursuant to 114.2 CMR 5.03(6) and 5.04(5)not 
withstanding the pendency ofany such proceeding orhearing. The Provider's 
rate asdeterminedby theDivision of HealthCare Finance and Policy under 
1 14.2 CMR 5.00 et seq. (see Appendix 1 )  shall apply in the meantime. 
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APPENDIX 2 

CASEMIX MANAGEMENT MINUTES CATEGORIES 


MANAGEMENT MINUTES CATEGORIES RANGE OF MINUTES 

H 0 - 65 

J 65.1 - 85.0 

K 85.1 - 110.0 

L 110.1 - 140.0 

M 140.1 - 170.0 

N 170.1 - 200.0 

P 200.1 - 225.0 

R 225.1 - 245.0 

S 245.1 - 270.0 

T 270.1 + 
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State Plan Under T i t l e  XIX of the Social 
Security Act 

State: Massachusetts 

Institutional Reimbursement 

114.2 CMR 5.00 

Prospective Rates of Payment to Nursing Facilities 
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The Commonwealthof Massachusetts 
Executive Oflice of Health and HumanServices 

Division of Health Care Finance and Policy 
JOSEPH WILLIAMF. WELD 

GOVERNOR 

ARCEO PAULCELLUCCI 
LT. GOVERNOR 

February 21,1997 

The Honorable William Galvin 

Secretary of the Commonwealth 

State House 

Boston, MA 02133 


Dear Mr. Secretary, 

V. GALLANT 

SECRETARY 

BAREAMEREANWEINSTEIN 
COMMISSIONER 

At its meeting on February 21, 1997, the Division of Health Care Finance and Policy 
voted to adoptamendments to regulation114.2 CMR 5.00 Prospective Rates of Payment to 
Nursing Facilities. This regulation is issued pursuant to the Division's authority under M.G.L. 
c. 118G. 

A public hearing was held by the Division on January 21, 1997 with the provisions of 
M.G. L. c. 118G, to consider proposed amendmentsto regulation 114.2 CMR 5.00. 

.. Based on a comparison of the estimated rates in effect for 1996 and those estimated for 
1997, the increase in Title XM:expenditures associated with these amendmentsi s ,  estimated to be 
$32 million dollars. However,the total FISCAL impact associated with changes in case-mix 
intensity or utilization during 1997 can not be predicted at this time. 

Executive Secretary 
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114.2 CMR: DIVISION OF HEALTH CARE FINANCE A N L  JX'f 
LONG-TERM CARE FACILITIES 

I 14.2 CMR 5.00: PROSPECTIVE RATES OF PAYMENT TO NURSING FACILITIES 

Section 

5.01: General ProVisiON 

5.02: G ' C l l C d  DEFINITIONS 

5.03: Reporting REQUIREMENTS 

5-04: Principles for DeterminingProspcaive Rates of Payment 

5.05: NursingCosTS 

5-06: M o r  OFNURSES 

5.07: VariableCOSTS 

5.08: AdministrativeurdGUl~cOsts 
5-09: caP;.&andOthaFaed Costs 
5-10: EquityMdusemdocarpancyAllowancc
5.1 1: New FACILITIES and Major Additions 
5.12 AdminiSTRATIVEAdjustments 
5.13: SProvisions 

(1) . 114: CMR5.00 governsthe rates of payment &cctive January
1. IW- to Publicly-Aided and Industrial Accident Residents by Nursing 
FACILITIES including residents in a Residential Care Unit of a NURSING FACILITY 

(2) AUTHORITY 1 14.2 CMR 5.00 is adopted pumant  to MG.L c. 118G. 

MEANINGOFTERMS A s  used in 114.2 CMR 5.00, unless the context requires othctwisc, t u n s  
have the following meanings.AU defined t m in 114.2 CMR 5.00 are capi ta l id .  

.. . -. The percentage of occupancy of a Nursing Facility calculated by 
dividing total Patient Daysby Maximum Available Bed Days. 

Additions.New Units or enlargements of existing Units which may or may not be accompanied 
by Mincrease in Licensed Bed Capacity. 

-. . .  . .  A pcnon rcgistcred with the Boardof Registration of Nursing Home 
Administrators and involvedin a course of training as desaibed in 245 CMR 

BASEYEAR The calendar yearor portion of the calendar yearused to compute the prospective 
rataas defined in 114.2 CMR 5.04(2). 

BUILDING The structure that houses residents.Building Costs include the direct cost of 
conmudon of the s h d  and expenditures forservice Equipment and fixturessuch as elevators, 
plumbing and electrical FIXTURERS that are made a permanent partof the structure. BuildingCosts 
also indude the cost of bringing the Building to productiveuse. such as permits, engineering md 
architect's fees and ccrtain legal fees. Building Costs include interest paid during construction 
to Building Costs but not Mortgage Acquisition Costs. 

-. One of tcn categoriesof RESIDENT acuity that representsa range of a discrete 
number of Management Minutes. 

-. T h e  average of the Management MINUTES scoressubmitted by a Nursing 
Facility to the Division of Medical ASSISTANCE during the BaseYear . 

-. A PEER p o u p  composed of Nursing Facilities which have an avcragc 
Management Minutes score for the Case-Mix Data gra te r  than 200 minutes. 

A PEER group composed of Nursing FACILITES which have an avcragc
MANAGEMENT Minutes SCORE for thc Case-Mix Data from 30 to 200 inclusive 
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114.2 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY 
LONG-TERM CARE FACILITIES 

5.02: continued 

CHANGEOFOWNERSHIP A bonafide transfer, for reasonable CONSIDERATION of all the powers and 
indicia of ownership. A Change of Ownership may notoccur between Related Panics. A 
Change of Ownership must be a sale of assets of the facility rather than a method of financing. 
A change in the legal form of the Provider docs not constitute a Change of Ownership unless 
the other criteria are met. 

-. A Nursing Facility's "Bed Capacity (or Clinical Bed Capacity)" as 
defined in theDepartment'sregulation 105 CMR 100.020 which states: the capacity of a 
building to accommodate a bed and the ntwsary PHYSICAL appurtenances in accordance with 
the APPLICABLEstandards imposed as a condition ofoperation unders a t e  law. It indudesrooms 
designed or able to accommodatea bed and necessary physical APPURTENANCESwhether or not 
a BED and all such appurtenances are actually in place, with any necessary utilities (e.g. drinking 
WATER sprinkler lints. oxygen. electric current) with either outlets or capped lines within the 
room. 

COSTCENTER ClassiFication of similar costs. as defined in 1 14.2 CMR 5.04(1). for the purposes 
of reporting and auditing costs and establishing rates. 

-. The MASSACHUSETTSDepartment of Public Health. 

eA comprehensive audit perfomred at the Division's offices in which the auditor 
evaluates the accuracy of the financial and non-financial information in the Cost Reports and 
supporting documentation in accordance with an audit program. 

SERVICES of physical therapists. occupational therapists. and speech, 
HEARING and language therapists provided directly to individual Residents to reduce physical or 
mental disability and to restore the Resident to maximum functional Icvcl. Direct Restorative 
Therapy Services are provided only upon written order of a physician, physician assistant or 
nurse practitioner who has indicated anticipated goals and ffequency of TREATMENT tothe 
individual Resident. 

DIVISION The Division of Health Care Finance and Policy established under M.G.L. c. 11BG. 

EQUIPMENT A fixed asset. usually moveable. accessory or supplemental to such larger items as 
thc Building . 

A conference conducted at the close of an on-site Field Audit at which 
Division auditors present audit findings and recommendations to theProvider and the Provider 
'may respond to the Division's findings and present additional information for review. The 
confErence may take place at a scheduled meeting or by telephone. 

FIELDAUDIT An audit performed on-site at the Nursing Facility in which the auditor evaluates 
the accuracy of the information in the Cost Reports by examining the books and records of the 
Facility and evaluating internal controls,observingthe physical plant,and interviewing the 
NURSING Facility STAFF 

� b d l a . ~  A plan fora substantial capital improvement involving physical changes or 
ALTERATIONSto the Nursing Facility that changes thes u e  and/or FUNCTIONSof a room or otherwise 
requires prior approval and plan REVIEWby the Department pursuant to 10s C M R  ISO.017 (A) 
New Construction. Alterations and Conversions. 

EMPLOYEEBENEFITS which are nondiscriminatory and 
available to a l l  full-tirnc EMPLOYEES 



114.2 CMR:  DIVISION OF HEALTH CARE FINANCE AND POLlCY 
LONG-TERM CARE FACILITIES 

5.02: continucd 

-. Expendituresthat incrcasc the quality of the Building by rearranginsthe 
Building layout or substituting improved components for old components so that the facility is 
in some way bettathan it was More  thc renovadon Improvements do not add to or expand the 
squarefootage of the Building. An improvement is mcasurcd by the FACILITY’S increased 
productivity, g r a t e r  capacity or longer life. 

-. SERVICES of physical therapists,occupationaltherapists,and 
SPEECH hearing and language herapiststo provide orientation PROGRAMSfor aides and assistants, 
in-senice training to H,and consultation and planning for continuing care after disdrarge. 

-. A person receivingNursing Facility services for which an 
employer or M insurer is liable under the worken compensation act. M.G.L. c. 152. el seq. 

L a n d .  Land Costs include the purchase price plus the costo f  bringing land to a productive use 
including, but not Limited to, commissions to agents, attorneys' fees, demolition of Buildings, 
clearing and grading the land. constructing access roads, off-site sewer and water tines, and 
public utility charges necessary to  service the land; and land Improvements completed before 
the purchase. The land must be necessary for the care of Publicly-Aided Residents. 

-. The number of bcds for which the Nursing Facility is either licensed 
by the Department of Public Health pursuant to  105 CMR 100.020, or for a Nursing Facility 
operated by a govcmmcnt agency, the number of beds approved by theDepartment. The 
Department issues a license for a particular lcvcl of care. 

-. Rcasonablc and necessary EXPENSE incurrcd for thc use of 
reimbursable loans rclated to thc CAREof publicly-assisted residents. It includcs a l l  the costs of 
borrowing money, including. but not h i t 4  to. interest. MORTGAGE acquisition costs, and 
mortgage insurance premiums. 

. .w.A newly Caddition to a facility which incrcascs thc LICENSED Bed 
Capacity of the facility by SO% or more. 

MANAGEMENTMINUTES A unit of measurement of  resident care intensity by discrete care-giving+ 

activities, or the characteristics of residents found to  require a given amoun: of care. 

. .p.A form uscd to collcct RESIDENTCARE information including 
but not limited to case-mix information ES de6ncd by the Division of Medical Assistance. 

p.Those taxes which have been paid to the Massachusetts 
Department of REVENUE in connection with the FILING ofForm 3 5 5 k  Massachusetts Corporate 
EXCISE Tax Rcturn. 

The total number of licensed bed days for the calendar YEAR 
detcrmincd by multiplying the M a n  LICENSED Bcd Capacity for thc CALENDARyear by the days 
in the CALENDARYEAR 

-. A facility's weighted average LICENSED Bed Capacity for the 
calcndar year. dctcrmincd by ( I )  mukiplying Maximum Available Bcd Days for each lcvcl of 
CAR by the NUMBER of days in  thc calcndar YEAR for which thc Nursing Facility was LICENSED for 
each lcvcl and (2) adding thc Maximum Available Bcd Days for each lcvcl and (3) dividinc thc 
total hlaximum Availablc Bcd Days by thc NUMBER of days in thc calcndar YEAR 

. . .
tdQasLs- a Thosc costs (such as findcr's FEES points. ccrtain lcgal FEES and 
filing rets) that arc nccrxlrl:)..to oblaln LONG-TERM financing t t ~ r o u ~ ha MORTGAGE bond o r  othrr 
long-term debt INSTRUMENT 



5.02: continued 

nOn-ProfitPROVIDER. A Provider either orcpnized for charitable purposes or recognized as a 
non-profit entity by the Internal Revenue Service. It includes Massachusettscorporations 
organized under M.G.L. c. 180; tax exempt clubs. associations. ORGANZIATAIONS or ENTITIES 
corporations organized under M.G.L. c. 156B and granted a SOl(c)(;) tax exemption; and 
facilities owned or operated by GOVERNMENTALUnits. 

.. 
-. A nursing or convalescenthome; an infirmary maintained in a town; a 
charitablehome for the aged, BS defined in M.G.L. c. 111. Q 71; or a Nursing Facility operating 
under a hospital LICENSE issued by the Department pursuant to MG.L. c. 1 11. and certified by
the Department for participation in the State Medical Assistance Program. It includes facilities 
that operate a licensed residential care Unit within the Nursing Facility. 

v.Three distinct geographic arcas based upon the 
following federally designated Health Service Areas (HSAs): NHRA 1 = HSA 1; NKRA 2 = 
HSA 2 and 5;  NHRA 3 = HSA 3,4 ,  and 6 and used to computereasonable nursing costs. 

PATIENTDAYS The total number of days of occupancyby residents in the facility. The day of 
admission is indudcd in thc computation of Patient Days; the dayof  discharge is not included. 
If admission and discharge occur onthe same day, one resident day is included in the 
computation It includes days for which a facility RESERVES a vacant bed for a Publicly-Aided 
Resident temporarily placed in a diaerent care situation. pursuant to  an agreement between the 
Provider and the Division'of Medical Assistance. It also includes days for which a bed is held 
vacant and reserved for a non-publicly-aided RESIDENT 

PERSONNEL The foUowinsPRERSONNEL are defined in accordance with the Department's REGULATIONS 
at 105 CMR 150.000 (licensing OFlong-Term Care FACILITIES Registered Nurse; Licensed 
PRACTICAL Nunc; Nurses' Aide. Nurse's Assistant. Orderlies; Dietitian; Physical Therapist; 
Occupational Therapin; SPEECH Pathologist, Audiologist; B.A Social Worker. M.S.W. Social 
Worker. Social Worker complying with cquidcncy standards established by the DEPARTMENT 
Food SERVICE SUPERVISORHcalth Service Supervisor, DIRECTORYof Nurses; Supervisor of Nurses; 
and Medical Director. 

.. 
-. A Nursing Facility that docs not have a provider agreement with the 
Division of Medical Assistance to provide services to publicly-assistd Residents 

-. A Provider that does not meet the criteria specified in the definition of 
"Non-Profit Provider." 

-. Rates calculated by the Division which are sent to the Provider for review 
before certification pursuant to 114.2 CMR 5.13( 1). 

PROVIDER A Nursing Facility providing care to Publicly-Aided Residents or Industrial Accident 
Residents 

P.The ASSUMPTION a purchase price which exceeds the market price for 
a supply or services is an unrcasonablc cost. 

v.
A person for whom w e  in  a Nursing FACILITY is in  whole or in  pan 
subsidizcd by the Commonwealth or a political sub-Division of the Commonwealth Publicly-
Aided Residents do not include residents whose care is in whole or i n  pan subsidized by 
MEDICARE 
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114.2 CMR: DIVISION OF =.,+,LTH C A R E  FINANCE AND 1 JLICY 
LONG-TERM CARE FACILITIES 

S.02 conrinucd 

RELATEDPARTY An individual or organization associarcd or f i l ia ted with. or which has control 
of, or is controlled by. the ProvidEr. or is related to the Provider, or any director. stockholder. 
trustee.PARTNERor adminimor the Provider by common OWNERSHIPor control or in a manner 
specified in sections 267@), 267(c) and 3 18 of thc Internal Revenue CODEof 1954 as amended 
provided. howcva. thaf 10%wiU bc the OPERATIVE factor as set out in sections 267@)(2) and (3). 
Related individuals include spouses. parents. children. spousesof children, grandchildren. 
SIBLINGSfathers-in-law, mother-in-law, brothers-in-law and sines-in-law. 

Educational activities. conducted by a recognized school or authorizEd 
ORGANIZATION required to maintain a professional license of employees that provide care to 
Publicly-Aided Residents. Rquircd education also indudes training for NURSES’aides. 

. .-. The minimum basic care and services and PROTECTIVEsupervision required by 
the DEPARTMENT in accordance with 10s CMR 150.000 for Residents who do not routinely 
require nursing or other medically-related services. 

. .RESIDENTIALCAREUNIT A Unit within a Nursing Facility which has been l icwcd by the 
DEPARTMENT to provide residential care. 

v.A CAPITAL expenditure which meets the CRITERIA set fonh in 
114.2 CMR 5.12 for an administrativeadjustment to the Rates. 

UNIT A Unit is an identi!!ablc section of a NuRsing Facility such as a wing, floor or ward as 
ddincd by the Department in 105 CMR 150.000 (LICENSING OFLONG-TERM Care FACILITIES 

-. An area defined by the Department of Public Hcalth in its GuidelinEs 
entitled "Guidelines for DETERMINATION of NEED cxcmptions for Long Term CARE Beds 
Constructed in Urban Underbedded Arcas." 

(1) REQUIREDCOSTSREPROTS . .
(a) . Each Provider must complete and FILE a Nursing Facility 
Con REPORT each calendar YEAR T h e  Nursing FacilitY), Cost Report contains thc facility's 

claim for reimbuRSEmEntand the complete financial condition of the facility. including all 

applicablc management company, central oficc. and real a t a t e  expenses. 

@)
 -. A Provider that does not own the real property of the 

nursing facility and pays rent to M affiliated or non-afFiliatedrealty trust or other business 

entity m w  file or causeto be filed a REalty Company Cost REPORT 

(c)
 -. A Provider must file a separate Management 

Company Cost REPORT for cach entity for which it claims management or central office 

EXPENSE If these costs are claimed for reimbursement. the Provider must certify that costs 

are rcasonablc and necessary for the care of Publicly-Aided Residents in Massachusetts 


( 2 )  p.
(a) ProvidERS using thc accrual mcthodmust completc all REQUIRED reports 
of accounting. 
@) DOCUMENTATIONOFREPORTEDCOSTS ProvidErs must maintain accsJratc. dctailcd and 
original financial rEcords to substantiate reported costs for a PERIOD 0:a[ LEAST five years 
following the submission of required reports or un' ' thc final resolution of any appeal of a 
RATE for thc PERIOD covcrcd by the report. wtuchcvcr is latcr. ProvidErs must maintain 
complctc DOCUMENTATION of all of thc financial transactiors andcensus activity of the 
Provider and af i l ia tcd ENTITIES including. but not LIMITED to. thc books. invoices. bank 
STATEMENTS cancclcd CHECKS payroll RECORDSgovErnMENTAL filings. and a n y  othcr rEcords 
ncccswy to DOCUMENT thc PROVIDER’S claim for REIMBURSEMENT ProvidErs m u s ~I)c able :o 
DOCUMENT EXPENSES rrl:.:~n[: to aflil1;lrctl ENTITIES for which REIMBURSEMENT 1 5  c- la l l r l r t l  wl1crhc.r 
0 1  n o t  t l l c ) .  ;lrc I?cl.~rrdl ' . I r l I c s I  



I 14.2 CMR: DIVISION OF HEALTH C A R E  FINANCE AND POLICY 
LONG-TERM CARE FACILITIES 

5.03. ccxinued 

(c) -. Providers must maintain a fixed asset ledger which clearly 
identifies cachasset for which reimbuRSement is claimed, including location. date of 
purchase. cost. SALVAGEvalue. accumulated depreciation. and the disposition of sold. lost or 
fully depreciated assets. . .  
( 4  P. Providersand management companies must 
maintain written job descriptions including qualifications. duties. responsibilities. and time 
records such as time cards .for all positions for which reimbursement is claimed. The 
Division viill not REIMBURSE\ the salary and FRINGE benefits of any individual for which the 
Provider does not maintain a job description andtime records. 
( 4  P 

1. . .  . . Providers must charge the con of 
administrative personnel as defined in 114.2 CMR S.OS(1) totheappropriate 
Administrative and Generat account . 

L The cost of administrative PERSONNEL includes alI expenses. fees. payroll taxes. 
FRINGE benefits, salaries or Other compensation 
b. Providers may allocate administrative costs among two or more accounts. The 
Provider must maintain specific and detailed time RECORDS to support the allocation. 

Providers must iden*2. 	p. the EXPENSE accounts 
which gcnuate i n k m e  The Division will offset reponed ancillary income if the 
Provider does not identify the assodated expense account 
3. -. PROVIDERSmust separately identify the EXPENSE assodated with 
laundry services not provided to dl Residents. Providers may not claim REIMBURSEMENT 
forsuch EXPENSE , 

4. F i x e d .  
a. ADDITIONS If the square footage of the Building is enlarged, Providers must 
report all additions and r e n o d o n s  as Building Additions. 
b. 	 ALLOCATION Providers must ALLOCATEall fixed CON.except EquipmEnt. on thc 
basis of square footage. A Provider miy elect to speciLically idEntify Equipment 
related tothe Nursing Facility. The Provider must document each piece of 
Equipment in the fixed asset ledger. Ifa Provider elects not to idEntlfyEquipment. 
it must allocate Equipmenton the basis of SQUAREfootage. 
C. v.If a Provider undertakes construction to replace beds. it  
must Mite  offthe tixed assets which are no longer used to provide care toPublicly-
AIDED Residents and may not claim reimbursement for theassets. 
d.Providers must separately identify f d l y  depreciated 
ASSETS Providersmustreportthe costs of hlly depreciated ASSETS and related 
accumulated depreciation on a l l  Cost Reports unless they have removed such costs 
and accumulated depredation &om the Provider's books and recards. Providers must 
attach a SCHEDULEof the cod of thc RETIREDEquipment ,accumulated depreciation, and  
the accounting entries on the books and records of the facility to the Cost Report 
whcn Equipment is retired. 
e. PROVIDERSmust REPORTa l l  expenditures for major repair projects whose usehl life 
is g r a t e r  than one year. including, but not limited to, wallpapering and paintins as 
Improvements. Providers must not REPORTsuch expenditures as prepid expenses 

5.  . . .  Providers must classify MORTAGE Acquisition Costs 
2s Other ASSETS PROVIDERS may not add Mortgage Acquisition Costs to fixcd ASSET 
accounts. 
6 .  	RELATEDPARTIES Pro ,!crs must DISCLOSE s a l a r y  expense paid to a Related Party and 
must identify all goods ; a d  services purchased from a Related PARTY !Ja Provider 
pubes goods and services from a Related Party, it  must disclose the Related PARTY’S 
COS[ of the goods and SERVICES T h e  Division wi l l  limit reiMbursEmEntfor such goods 
and SERVICES to thc RELATED PARTY’S cost. T h c  Division w i l l  not REIMBURSE Related Party 
SALARIES or o h r  EXPENSESunlcs5 such EXPENSESnrc DISCLOSE as Relztcd Parry PAYMENTS 
7. DRAWACCOUNTS PROVIDERS m a y  not REPORT or claim PropriEtorShip o r  PARTNERSHIP 
Drawings 2 s  SALARY EXPENSE 


